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along with the ability of the firm to clear off cumulative losses
(Section-E, Table 4.5) proved that the unit was successful.
Firm-VIII did not have any long-term liabilities. Debt
was only half of the amount of equity (Section-A, Table 4.12),
In 1981, per every unit of bank credit, net worth was 2.60 as
indicated by Section-C, Table 4.12 (net worth / bank credit).
Net worth to fixed assets showed a rising trend and in 198J,
per every unit of fixed asset, net worth was 10.72 (Section-D,
Table 4.12). Similarly, net worth / net sales showed a rising
trend and was 15.48 in 1981 i.e., per every unit of sales net
worth was 15.48. In other words the value of net worth was
16 times the value of net sales {Section-E, Table 4.12). Total
outside liabilities / total assets (Section-F, Table 4.12) showed
a rising trend but the ratio was less than one i.e., the value
of total assets was more than outside liabilities. All these
ratios reflect a sound financial position of the firm, but along
with profitability ratios they give a clear picture of the financial
position of the firm. The firm was making losses continuously
from 1978 (Section~A (ii) and B (ii), Table 4.11) and in 1980
alone cumulative losses were equal to the value of its assets
as can be seen from the retained earnings as per balance sheet
to total assets, but in 1981 cumulative losses exceeded the value
of the tctal assets. Therefore, we can conclude that the firm
was maintaining long-term stability at the cost of profitability
i.e., the firm was maintaining excessive liquidity. In otherwords,
there was under-utilisation of assets in the firm which resulted
in its closure.
Debt / equity ratio (Section-A, Table 4.12) for Fira-IX
showed an increasing trend. Its debt was 4.43 times the equity
in 1982 while net worth/long-term liabilities (Section-B, Table
4J2) showed a fall from 1978 to 1980, it remained constant
afterwards which implied a constant net worth in relation to
long-term liabilities. The semi-average method indicated a
a falling trend in the net worth / bank credit i.e,, decreasing
net worth in relation to bank credit (Section-C^ Table 4..12).
Net worth to fixed assets remained more or less constant but
the net worth / net sales showed a downward trend (Section-D,
and E, Table 4.12). In 1982, only 29% of sales were taaeced
by net worth. Long-term liabilities / total assets showed a